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WORKING ARRANGEMENT BETWEEN EUROPEAN COMMISSIDN AND EFRAG

This Working Arrangemant sete out the scope of the work of the Europsan Financial
Reporting Advisory Grous {EFRAG) ard its relationship with the European
Commission. |t couid bz reviewed by both signatories after 3 years of
implementation.

BACKGROUND

Cn 13 July 2002 the EJ adopted Regulation 1606/2002 which provides that as fram
1 January 2005 companies lisied on a regulated market are required to prepare their
eonsclidated aceounts in accordance with a single set of accounting standards,
namely tntemational Accounting Standards now  commonly referred {o  as
International Financ.al Reporting Standards (IFRS),

with the encouragemen: of the Europzan Commission, EFRAG was created by
organisations representing preparars, Jsers and accourtancy professions invoived in
tre financial reporting process.  Throuah the provision of the required technical
expartise it has fulfiled the important role of advising the Commission of its views on

IFR3.
- Role of EFRAG

EFAAG will provide advice o the Commission on all :ssues relating to the
application of {IFRS in the EL.

In this regard, EFRAG:

g} Provides 1= opiniong in order for the Commission to take 2
view on endorsement of any IFRS [for application m the EU)
arnd as requested on [FRS interpratat.ons.

£y Provides ita opinions in order for the Commission to take a
view on issaes related to the development and the
improvament of tha sandards anc  their effective
implementation in the Ewropsan arsa.

2- EFRAG's duties

EFRAG is a body innependent of the Commissicn and the Intermnaticnal Accounting
Standards Board (IASB).

2.1 Technical Expert Group

EFRAG mamtaing 3 Technical Expert Group (EFRAG-TEG). composed of
wghly gualifizd expeds [n addition, the Commissiaon supports the further
integration efforts between EFRAG and national standard setiers 0 order o
make effcient use of available know-now within the ELL

'"EFRAG has constituted this group to be independent of the stakeholders and to carry
ol iis work independently of zach of the European organisations involved in EFRAG



CFRAG wiil consult the Commission before adopting £ new  Statement of
Cue Process.

2.2 Opinions in support of the prossss for endorsement of IFRE standards and
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interpratations

EFRAG-T=G's opinions will essess whether the standard to be endorsad
gcomplies with Gommunity law and in particular. the reguirements of
Regulation 1808/2002 as regards undersiandakility, relevarce, reliabiity and
comparalikty as well as the trus and fair pringipe as set cut in the 41
Directive 78/€60 and the 7" Directive #3/349.

In supparting the process of sncorsement of IFRS stardards. EFRAG will
issue, for each Standard or Intarnational Financial Reporting Interpretations
Committee (IFRIC) Interpretation, an opinion within a maximum period of two
months from natification of a reguest f-om the Europsan Commission. Where
EFRAG is urable to reash ananimous agresment on a given opinion it will
transmit to the Commission the opinion which has the suppor of the majority
as well as any written disseriing views provided in accordance with its
Qovernance ries.

Opinions will be based on a wide consultation, prior o the issue of apinions,
of interested parties n the European area, in accordance wilk the Statement

of Dlue Process.

I expressirg its opinions, EFRAG-TEG will justify how it reached those
parficular conclusions. Where EFRAG-TEG members do not concur with the
endorsameant advice, the dissenling opinions will be st out in writing.

EFRAG-TES s opinions on upeoming financial reporting-issues

EFRAG will pariicipate in the IASE's aus process

In close consultation with the Eurppean Commission, EFRAG will paticipate
in the early phases of debate on all issues related to the standard setfing
process. In stich a role, EFRAG will whan requested by the European
Cormission attend working groups of I1ASB. lia:se with natioral standard
settes and hold &dvisory fora.



2.4
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The objectives of the work are:

- To provide rapors as requested to the European Commission
reflecting, particularty, European perspectives, giving reasoned
opinions on upcoming fnancal reporting issues, and halp
idertifying issues that need to be addressed by the IASE.

- To provide technizal input on exposure drafts, possible
conseguences of proposed accourting solutions or proposed
stardards ‘or companies operating in the  Eurgpean
envirenment with the objective that the European congerz and
practice are property taker into account, EFRAG may publish
its contributione.

Wark orogramme

EFRAG oublishes a work programme, regularly updated, and an annual
activity report and will transmit the annual report to the Commission,

Future of EFRAG

EFFAG will secura assurance from its membars that the necessary rescurces
will be available for EFRAG to perfarm the tasks descrbed in this Working
Arrangemen: for tha next three years.

EFRAG will advise the Commission at lzast twelve months in advance of any
developments which are likely o significantly raflect on the sbructure of
EFRAG ar impact on itz tasks as sef out in thes Working Arangemant.

Relationship between EFRAG and the Eurcpean Commission and

representation at the IASB

31

a2

EFRAG will invile a European Commission observer to its Supervisory Board
and to its TEG =nd any cthar group.

Fhe chair of EFRAG-TEG and an advisor together with ‘the Chair of the High-
Level Grous will be invited to the meetings of the Accounfing Feguatory
Committes.

The Commission will determing the Community’'s pesition on any given issue
and formally communicate it to the 1ASHE

The Commission wil keep EFRAZ informed of the outcome of the
digcuszions from its bitateral meatings with the |ASE,

The Commission will keep EFRAG infonmed of the outcome of the
discussions at meetings of IFRIC. When atending such mestings, the
Commission could choose to ba accomsanied by 'a suitable expet, wnich on
accasiong could be sarmebody from EFRAG, depending on the matter to be

discussed.

EFRAG will kesp tre Commussian informed of the outcome of the discussions
from any other meefings, including working groups, between stakenclders
and thea |A53



Ttwe Commissior. is willing to make it best efforts for an EFRAG
representative to attend meetings of the |ASB's Standards Advisory Courcil
{SALCY In any event, the Cemmission will inform EFRASG on al relevant
isslUes arising from SAC,

EFRAG wil treat informatior given by the Commissior cn matiers of public
policy making as canfidential.

4- The High-Level Group

The Cammission intends fo create a High-Level Group (the Group) composed
of a small team of independert experts and high level representatives from
national standard sefters. These individuals will not already be personaily
invohed in EFRAG's work,

This Group will review opinions on endorsement submitted by EFRAG to the
Commissian with a3 view to assessing whetber the zontant is well-balanced
and obiective advice. The members of this Grouo wil not paricipate in the
actual waork of EFRAG.

8- Other work by EFRAG

EFRAG may camy out, on its own initiative, other work on *he understanding
that EFRAG will;

+ inform the Comirission well in advance of any such initiative, and

s take full account of the Commission's view on the need for such an initiagve,
and

+ consult the Commissicn on its wark pragramme.

Done at Brussals an Ea"h.n'larch 2008




